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Getting  Back  to  Normal 

1920  - 1922 

FEDERAL  control  of  railroads  for  war 
purposes  ended  at  midnight  on  Feb- 
ruary 28,  1920. 

The  raikoads  of  the  United  States,  there- 
fore, have  been  operated  by  their  respective 
companies  for  a  little  more  than  three  years. 

During  this  period  the  outstanding  accom- 
plidimeats  were: 

1.  Railway  operating  expenses  reduced  ap- 
proxhnately  one  billion  dollars  a  year. 

2.  Out  of  this  reduction  in  operating  ex- 
penses over  half  a  billion  dollars  a  year 
turned  over  to  the  public  in  reduced  rates. 

3.  Only  about  one-third  of  the  reduction  in 
expenses  has  come  from  decreased  wages. 

4.  The  balance  of  the  reduction  has  come 
from  increased  efficiency  and  economy  of 
operation. 

5.  The  wage  reductions  made  leave  railroad 
wages  substantially  above  ^  cost  of  living— 
or,  in  other  words,  railroad  wages  have  not 
declined  as  mudi  as  the  cost  of  living  has 
declined. 

The  increase  in  efficiency  and  economy  of 
operation  is  illustrated  by  the  following  fact: 

In  the  second  six  months  of  1922  traffic  was 
almost  as  heavy  as  in  the  second  half  of  1920. 
Yet  this  traffic  in  1922  was  moved  with  an  aver- 
age of  1,697,310  employees  as  against  an  aver- 
age of  2,109,188  employees  in  1920. 

While  these  substantial  benefits  have  been 
conferred  on  the  general  public  and  on  rail- 
road employees,  the  compensation  of  railroad 
capital  from  railway  operation  has  been  in- 
creased from  practically  nothing  in  1920  to 
about  $760,000,000  in  1922,  or  approxinuitely 
a  4  per  cent  return. 


i 


The  Program  of  the 
Railroads  for  1923 

ANTICIPATING  this  year  the 
greatest  volume  of  freight  in  their 
history,  the  member  roads  of  the 
American  Railway  Association  and  the 
Association  of  Railway  Executives,  at 
separate  meetings  in  New  York  on  April 
5,  voluntarily  and  unanimously  adopted  a 
concerted  policy  and  intensive  working 
program  to  enable  them  to  meet  the  grow- 
ing transportation  needs  of  the  country. 

This  policy  calls  for  heavier  loading  and 
faster  movement  of  freight  cars,  reduc- 
tion of  cars  and  locomotives  awaiting  re- 
pairs and  co-operative  efforts  on  the  part 
of  carriers  through  the  Car  Service  Divi- 
sion of  the  American  Railway  Associa- 
tion to  insure,  to  the  highest  degree  prac- 
ticable, adequate  provision  for  the  coun- 
try's transportation  requirements. 

Carrying  Unprecedented  Traffic 

Despite  the  obstacles  placed  in  the  way 
of  an  efficient  transportation  service  by 
the  cumulative  effect  of  the  coal  miners' 
and  railway  shopmen's  strikes,  the  rail- 
roads during  the  39  weeks  between  July 
1,  1922,  and  March  31,  1923— or  to  the 
end  of  the  winter  season — ^handled  the 
greatest  volume  of  traffic  ever  transported 
in  the  history  of  the  country  during  any 
corresponding  period. 

Ill 


Cars  of  revenue  freight  loaded  during 
that  period  follow: 

1922-23    34,795,550 

1921-22    30,538,374 

1920-21    82,662,683 

1919-20    83,423,069 

1918-19    32,221,435. 

This  achievement  in  transportation  serv- 
ice occurred  at  the  very  time  that  public 
statements  were  being  made  to  the  effect 
that  the  management  was  inefficient  and 
that  the  transportation  systems  had  broken 
down! 

The  railroads  from  January  1,  1922,  to 
March  15,  1923,  either  actually  expended 
or  authorized  the  expenditure  of  the  un- 
precedented sum  of  approximately  $1,- 
540,000,000  for  equipment  and  other 
facihties. 

Record  Orders  for  Eqiiipment 

This  enormous  amount  of  additional 
capital  is  bemg  raised  largely  through 
borrowed  money  on  the  abiding  faith  of 
the  railroads  in  the  fairness  of  American 
people  and  reliance  on  the  continuance  of 
the  policy  announced  in  the  Transporta- 
tion Act,  1920,  as  a  measure  of  reason- 
able protection  to  investment  in  railroad 
property. 

As  a  result  of  the  authorized  expendi- 
ture of  more  than  a  billion  and  a  half 
dollars,  the  railroads  from  January  1, 
1922,  to  April  15, 1923,  purchased  247,542 
new  freight  cars,  of  which  130,652  have 
already  been  placed  in  service,  while  the 
delivery  of  the  remaining  116,890  is  ex- 
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pected  later  this  year.  During  the  same 
period  the  carriers  placed  in  service  or 
purchased  4,406  new  locomotives,  of  which 
2,456  have  already  been  delivered  and 

1,950  were  on  order  on  April  15,  1923. 

Tbe  Railroads'  Program 

The  program  agreed  upon  by  the  rail- 
roads is  as  follows: 

1 .  That  by  October  1,  1923,  what  the  peak  of 
traffic  ondnMurily  beginsy  tbey  will  have  their 
cars  and  locomotives  back  into  the  best  con- 
ditioii  that  th^  haam  beoi  in  dnca  More  the 
war. 

They  are  aiming  to  reduce  cars  await- 
ing repairs  to  five  per  ^nt.  This  will 
add  about  90,000  cars  to  the  available 
supply. 

They  are  aiming  to  reduce  locomotives 
in  need  of  heavy  repairs  to  15  per  cent. 
This  will  add  about  4,250  locomotives 
to  the  total  available  for  use. 

2.  That  by  September  1st,  so  far  as  possible, 
they  will  atove  the  coal  needed  lor  railway 
operation  and  restrict  the  use  of  cars  and 
locomotives  in  railroad  maintenance  work. 

As  a  result,  after  September  1st  the 
absolute  maximum  of  cars  and  locomo- 
tives will  be  available  for  the  movement 
of  the  commerce  of  the  country. 

3.  That  th^  will  make  an  earnest  effort  to 
induce  codmumvi^  whoieaalcri  and  retailers  to 
lay  in  as  mndi  as  possible  of  their  coal  supply 
^lafing  the  wmiiiiitfr  n*'^***y 

Special  effort  will  be  made  to  secure 
an  early  movement  of  the  coal  supply 
for  the  Northwest  through  the  Great 
Lakes. 
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A  similar  eiFort  will  be  made  to  have 
highway  and  building  construction  pro- 
secuted as  early  in  the  year  as  possible 
in  order  that  in  the  later  months  more 
equipment  will  be  available  to  move 
seftf  onal  commodities* 

4^  That  with  the  cooperation  of  shippers,  they 
wUl  make  an  earnest  effort  to  bring  the  am^ 
age  lflrffii^"'*g  ol  all  cars  up  to  thirty  tcms. 

In  making  this  effort  the  railroads 
assume  responsibility  for  prompt  move- 
ment of  loaded  and  unloaded  cars.  But 
they  must  rely  upon  shippers  to  load 
cars  to  their  maximum  capacity  and  to 
load  and  unload  cars  promptly.  They 
must  also  rely  upon  sliippers  and  con- 
sumers to  provide  adequate  storage 
facilities  and  have  adequate  side-tracks 
to  accommodate  the  cars  which  the  vol- 
ume of  their  business  demands. 

Every  ton  which  this  effort  succeeds 
in  adding  to  the  average  load  of  freight 
cars  is  equivalent  to  producing  the  same 
amount  of  transportation  as  80,000 
additional  cars  would  provide. 

5,  That  th«y  wiU  use  every  possible  means  to 
increase  the  average  daily  nMHremcut  of 
freight  can  up  to  thirty  miles  for  the  entire 
eountry. 

At  first  glance  this  may  seem  to  be  an 
inadequate  performance.  But  it  must 
be  realized  that  the  average  movement 
per  car  per  day  is  figured  by  taking  the 
total  mileage  of  moving  cars  for  a  day, 
and  dividmg  it  by  the  total  number  of 
cars  which  the  railroads  own.  This,  of 
course,  means  that  for  every  car  stand- 
ing still — and  every  day  there  are  more 
than  500,000  cars  standing  still  in  the 
hands  of  shippers  alone,  being  loaded 
or  unloaded — other  cars  must  move  at 
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least  sixty  miles  a  day.  Likewise,  for 
every  car  in  a  repair  shop  some  other 
car  must  be  doing  at  least  twice  Uie 
daily  stint. 

Every  mile  added  to  the  average  mile- 
age per  car  per  day  produces  addi- 
tional transportation  equivalent  to  what 
100,000  additional  cars  would  provide. 

Shippers*  Cooperation  Necessary 

Secretary  of  Commerce  Herbert 
Hoover,  in  a  letter  dated  April  11,  1923, 
and  sent  to  national  and  state  trade  asso- 
ciations, endorsed  the  railroads'  program 
and  urged  shippers  to  cooperate.  The 
letter  in  part  follows: 

"The  railways  have  asked  for  this  co- 
operation, and  the  trades  can  make  a 
tremendous  contribution  to  the  orderly 
march  of  our  prosperity  if  they  will  under- 
take it  seriously  and  in  an  organized 
fashion. 

"The  principal  directions  in  which  such 
cooperation  can  be  extended  by  the  trades 
are: 

"1.  The  advance  storage  of  their  winter 
coal  during  the  light-consuming  season — 
that  is,  from  now  until  September  1,  in- 
cluding the  early  movement  of  lake  traffic. 

"2.  The  loading  of  all  cars  to  full  capa- 
city, their  prompt  loading  and  discharge. 

"3.  Reduction  of  reconsignment  ship- 
ments and  restriction  of  to-order  bills  of 
lading. 

**4.  Demands  for  no  more  cars  from  the 
railways  than  can  be  pr(Hnptly  used. 
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''If  we  could  secure  the  maximum  effi- 
ciency in  these  directions  we  will  have 
added  more  efPective  commodity  move- 
ment than  would  be  brought  about  by  the 
addition  of  approximately  800,000  cars 
and  3,000  locomotives,  and  the  addition 
of  at  least  10%  to  our  trad^  mileage  and 
terminal  facilities. 

Cooperation  to  Shippers'  Advantage 

''The  importance  of  this  lies  in  more 
than  simply  the  maintenance  of  continuity 
of  production  and  f  uU  supply  of  consump- 
tion, because  any  strangulation  in  move- 
ment of  commodities  through  car  short- 
age affects  the  profits  of  every  individual 
manufacturer  by  interruption  in  his  pro- 
duction, and  furthermore,  such  strangula- 
tion affects  price  levels  in  the  most  definite 
fashion. 

'The  full  and  smooth  movement  of  all 
of  the  productivity  of  the  country  would 
be  the  greatest  contributioii  that  could  be 
made  at  the  present  time  in  checking  in- 
flation or  increase  in  price  levels. 

"Therefore,  I  earnestly  hope  that  you 
will  undertake  to  definitely  organi25e  your 
association,  to  bring  about  this  coopera- 
tion through  your  district  or  trade,  and 
to  establish  cooperative  contact  with  the 
railroad  executives  concerned. 

"If  we  could  secure  unity  of  action  on 
these  questions  between  the  shippers  and 
the  railways  we  would  have  made  a  greater 
contribution  to  continued  prosperity  and 
full  employment  than  any  direction  I 
know  of.'* 
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The  Need  for  Constructive 

Regulation 

IN  the  year  1910,  by  action  of  Con- 
gress, control  over  the  interstate  reve- 
nues of  the  railroads  passed  com- 
pletely into  the  hands  of  the  regulating 
authorities  of  the  United  States  and  the 
*  several  States.  At  about  the  same  time 
the  various  states  assumed  practically 
complete  control  over  the  balance  of  the 
rates  which  determine  the  income  and 
earning  power  of  the  railroads. 

Referring  to  this  situation  in  the  April, 
1923,  number  of  the  Yale  Review,  Arthur 
T.  Hadley,  President  Emeritus  of  Yale 
University,  says: 

"It  was  unfortunate  both  lor  the  Inter- 
state Commerce  Commission  and  for  the 
j  country  that  this  legislation  was  followed 

by  a  period  of  rising  prices.  For  if  prices 
had  remained  stationary,  it  is  not  probable 
the  Cocmnission  would  have  used  its  new 
powers  to  reduce  railroad  freight  charges 
twenty-three  per  cent  in  five  years. 

"The  fact  that  the  railroads  were  already 
paying  out  seventy  per  cent  of  tiieir  earn- 
ings in  operating  expenses  and  taxes 
would  have  shown  the  obvious  perils  to 
railroad  efficiency  and  solvency  which 
such  a  course  brought  with  it.  But  the 
Commission  did  what  amounted  to  the 
saniie  thing  when  it  reduced  freight  rates 
five  per  cent  between  1911  and  1916,  while 
general  prices  were  rising  twenty-four  per 
cent. 

"The  only  way  in  which  the  solvency  of 

American  railroad  companies  could  be 
maintained  in  the  face  of  such  drastic 
action  was  by  increasing  train  loads  and 
keeping  wages  down." 
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WHEN  THE  RAILROADS  WERE  AL- 
LOWED TO  KEEP  AHEAD  OF  THE 
DEVELOPMENT  OF  THE 
UNITED  STATES 

This  chart  shows  the  growth  of  railway  facilities 
compared  with  that  of  population,  and  the  production 
of  certain  basic  cfwaiiwdities, 
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Hon.  Herbert  Hoover,  Secretary  of  Com- 
merce, in  an  address  at  the  annual  meeting  of 
the  United  States  Chamber  of  Commerce,  in 
New  York,  on  May  8th,  said: 

"I  need  not  point  out  to  you  that  the  peri- 
odic car  shortage  in  its  real  meaning  of  insuffi- 
cient tracks  and  terminals,  as  well  as  rolling 
stock,  imposes  intetmittent  stoppages  of  our 
industries  and  intermittent  strictures  in  the 
law  of  supply  and  demand,  influences  price 
levels  and  creates  local  famines  and  gluts. 

"It  imposes  burdens  upon  us  which  I  be- 
lieve every  year  create  commercial  losses  equal 
to  the  entire  capital  cost  of  bringing  the  tnuui- 
portation  Sjrstem  up  to  national  need. 
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WHEN  THE  RAILROADS  WERE  NOT 
ALLOWED  TO  KEEP  AHEAD  OF 
THE  DEVELOPMENT  OF  THE 
UNITED  STATES 

This  chart  shows  the  growth  of  railway  facilities 
compaored  with  that  of  populatiiMi,  and  the  pnductioa 
of  certsin  basic  coimiifHiities, 

1912  to  1920 


PER 
CENT 

49 


40 


39 


30 


29 


15 


0  ■    '  '  ■■■-,11  o 

"The  causes  of  shortage  are  not  far  to  seek. 

While  the  war  contributed  much  delay  and  de- 
moralization, the  continued  strangulation  of 
railroad  finances  alone,  before  enactment  of  the 
present  transportation  law,  could  have  brought 
us  only  one  result. 

"Nor  is  this  a  criticism  of  the  railways,  for 
Ibey  have  grown  in  detailed  working  efficiency 
with  the  rest  of  the  country.  In  a  decade  they 
have  increased  the  movement  of  goods  by  15 
per  cent,  with  an  increase  of  3  per  cent  in  per- 
sonnel. Moreover,  the  managers  are  showing 
great  faith  and  courage  in  the  undertaking  of 

a  large  program  of  expansion." 
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Failures  of  Government 
Ownership  Wake  Up 

Europe 


From  a  statement  of  Jultos  H.  Babni8»  Of  President  0/ 
the  United  States  Clumber  of  Commeree,  who  with  a 
delegation  of  Am^ican  business  men  has  recently  re- 
Uumed  from  a»  mwstiifaUtm  of  Swropmn  mnOUioM. 


State  ownership  and  State  operation  of  pub- 
lic facUitie»-->I  won't  say  public  utilities,  but 
public  facilities— has  distinctly  written  itself 
«8  a  failure. 

''Not  only  is  this  shown  in  Italy's  effort  to 

get  all  its  public  State-owned  facilities  in 
private  hands,  but  it  is  shown  in  Austria, 
where  there  is  a  recasting  of  the  Government 
raikoad  service  and  a  disdiarge  ol  100,000 
superfluous  employees. 

"It  is  shown  in  Great  Britain,  where  the  rail- 
roads under  their  return  to  private  operation 
have  greatly  quickened  the  business  and  eco- 
nomic life  of  that  island  and  greatly  improved 
the  service  and  at  the  same  time  reduced  the 
rates. 

"It  shows  there  is  a  general  appreciation 

throughout  all  of  Europe  that  these  facilities 
must  not  only  be  in  private  hands  but  tbay 
must  be  regulated  so  v^dsely  that  they  will 
present  a  fi^  of  attraction  for  the  si4>erior 
grade  of  private  ability  to  enlist  themselves 
in  their  administration,  and  that  it  is  true  that 
where  this  has  been  tried,  as  in  Great  Britain, 

they  are  meeting  with  satisfactoiy  results." 


IE  outstanding  fact  which  impressed 
us  in  all  these  countries  in  Europe 
is  the  very  dear  conviction  ^t 


